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• Markets mixed on AI concerns and presidential race uncertainty 

• Macro data confirms our soft-landing scenario is on track 

• All-important week for central-bank policy US economy and tech earnings 

•  
The US markets ended mixed for a second consecutive 
week amidst ongoing sector rotations and political 
change with the endorsement of Kamala Harris in the 
presidential elections. The Nasdaq lost 2.1%, the Dow 
Industrials gained 0.7%, and overall large cap growth 
stocks continued to underperform cyclicals and the 
smaller companies. The reporting of Tesla and Alphabet 
threw further doubts on the AI sector, as the former 
announced tumbling profits and a delay in its robotaxi 
project, while the latter raised concerns about future 
returns on AI investments. Yet, investors on Friday took 
heart from corporate earnings growth for the second 
quarter being revised higher to 9.8%, pushing 
benchmarks to close in positive territory for the session. 

The data releases confirmed a Goldilocks scenario 
marked by above-trend GDP growth at 2.8% for the 
second quarter, and core PCE inflation steady at a 2.6% 
annual rate. Flash business confidence surveys painting 
the picture of a two-speed economy with robust 
services and a struggling manufacturing sector, as well 
as a softening housing market, did little to alter the view 
that growth and inflation are just about right for a soft 
landing. Moderation in price pressures reinforced 
conviction that the easing process will start with a 
September cut, followed by up to two cuts by December 
this year, a view reflected in the market by the 
steepening of the Treasury curve to record levels for the 
year. 

The current week is going to be eventful, with Microsoft, 
Meta, and Amazon set to report, the Fed scheduled to 
announce its policy decision on Wednesday alongside 
the BOJ, followed by the BOE on Thursday, and the all-
important jobs report on Friday. Investors will get 
important cues about monetary policy, the trajectory of 
tech earnings, and the state of the main economies. 

ASSET CLASSES USD % TOT.RETURN, 2024 & LAST WEEK 

 -2.7

0.7

1.6

3.1

3.1

3.5

4.9

6.5

12.2
15.7

DM Gov. bonds

DM Credit

Global Real Estate

Hedge Funds (index)

USD Cash

EM Debt (USD)

DM High Yield

MSCI Emerging Mkts

MSCI World (DM)

Gold Spot   $/Oz

Week

YTD 2024

MAURICE GRAVIER 
Chief Investment Officer 

MauriceG@EmiratesNBD.com 
 

ANITA GUPTA  
Head of Equity Strategy 

AnitaG@EmiratesNBD.com 
 

GIORGIO BORELLI 
Head of Asset Allocation 

GiorgioB@EmitatesNBD.com 
 

SATYAJIT SINGH, CFA 
Head of Fixed Income Strategy 
 SatyajitSI@EmiratesNBD.com 

 
 
 
 

 
 
 
 
 

 

Political uncertainty and AI concerns spur market jitters 

uncertainty 

mailto:MauriceG@EmiratesNBD.com
mailto:AnitaG@EmiratesNBD.com
mailto:GiorgioB@EmitatesNBD.com
mailto:YahyaS@EmiratesNBD.com


   

 

EMIRATES NBD CIO-OFFICE WEEKLY – July 29th,  2024 

 Cross-asset Update 

Despite the rising market volatility and the growing 

uncertainty around the presidential race, we hold the 

view  that fundamentals remain in place for the rally to 

resume at some point. The release of the second quarter 

GDP confirms that US growth is resilient, at levels 

comfortably above trend and driven by sturdy, though 

slowing consumption, even as inflation continues to 

moderate. At the same time, policy seems to be 

restrictive enough to push the Fed to ease from 

September, and indeed NY Fed’s governor Bill Dudley 

urged that the first cut occurs in July to avoid possible 

unintended consequences on growth. While investors 

assign a negligible probability to a first move in July, they 

will at the same time be scrutinising this week’s 

employment report to check that the soft-landing 

scenario is on track. Consensus projects US 

unemployment at 4.1% in June, a level consistent with no 

recession in sight. Yet, a rise by few tenth of basis points 

in the share of the unemployed would raise concerns 

about future growth, triggering the so-called Sahm rule, 

a technical rule used to anticipate an impending 

economic contraction. We see markets continue to lay 

emphasis on hard data rather than on business surveys, 

due out this week across the major developed countries, 

so the jobs report is particularly critical at this juncture as 

a tool to discriminate between opposite scenarios on 

economic growth. 

In this central-bank-heavy week the focus will be on the 
Bank of Japan on Wednesday, expected to intervene 
with a renewed rate hike, as well as by curbing its asset 
purchases. Markets have to an extent already 
discounted the outcome, pushing the dollar close to a 
three-month low against the yen. BOJ officials will be 
very careful to convey a message of gradual tightening, 
to avoid unravelling of market conditions that would be 
standing in the way of the fledgling reflationary process. 

In the big macro areas US exceptionalism continues to 
dominate, as economic activity both in Europe and 
China is subdued with no new catalysts on the horizon. 
The UK, with cheap equity valuations and a nicely 
recovering economy, is an exception in the DM 
landscape. The Bank of England is expected to soon kick 
off a slow cycle of interest rate cuts, while the new 
Labour government, being handed over a dire 
inheritance from the Tories, may be able to restructure, 
though not to spend as much as feared by investors. The 
value-skewed FTSE 100 is up only in the high single-
digits year-to-date and seems to be ready to go for 
more, benefitting from the current sector rotations 
from growth sectors into the more cyclical pockets of 
the markets. Our equity specialists recently went 
overweight the UK, and rightly so. 
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 Fixed Income Update 

During the week, the US Treasury yield curve bull 
steepened as market participants factored in 
expectations for further easing by the Federal Reserve 
and continued improvement in US inflation data. The 
yields on 2-year, 5-year, and 10-year bonds fell by 
13bps, 9bps, and 6bps, respectively, closing at 4.38%, 
4.07%, and 4.18%. The Fed funds futures market is now 
pricing in over 25 basis points of rate cuts by the 
September FOMC meeting and a total of 70 basis points 
of cuts by the end of 2024. The 2-year US Treasury is 
currently trading at the lowest level since mid-February. 
The week began with 2-year yields dropping on robust 
demand at the 2-year UST auction on Monday, followed 
by remarks by former Fed Governor Bill Dudley on 
Wednesday. Dudley noted that inflation pressures had 
“abated significantly” and warned that delaying rate 
cuts could increase the risk of a recession in the US, 
suggesting that the Fed should not wait until September 
to lower rates, given the cooling growth and softening 
labor market. 

On macroeconomic updates, US GDP growth for Q2 was 
significantly stronger than expected at 2.8% annualized, 
compared to the median forecast of 2.0% and the Q1 
growth of 1.4%. Core PCE inflation, the Fed’s preferred 
measure, was in line with the forecast at 0.2% month-
on-month. The year-over-year rate increased to 2.6%, 
slightly above consensus expectations for a 2.5% 
increase. The week remains crucial with upcoming 
policy decisions from the US, UK, and Japan. Our ENBD 
research house predicts the US and UK central banks to 
make their first move in the September meeting. The 
Turkish central bank maintained its benchmark one-
week repo rate at 50% as anticipated. 

Credit spreads widened across indices, with Bloomberg 
benchmark spreads for GCC, high-yield, and emerging 
market debt widening by 10bps, 8bps, and 5bps, 
respectively, while spreads for investment-grade stayed 
steady during the week. This widening was driven by 
expectations of lower-than-forecasted earnings. 
According to JPM, the uncertainty surrounding the US 
election continues to impact emerging markets, despite 
strong fundamentals and anticipated rate cuts. 

In the Asia region, India’s FY2025 budget presentation 
aims to reduce the fiscal deficit to 4.9% of GDP, down 
from the interim target of 5.1% for FY25. This follows a 
surprising fiscal deficit of 5.6% of GDP in FY24, which 
was lower than the target of 5.8%. Additionally, the 
government has committed to a fiscal deficit below 
4.5% of GDP in FY26 and plans to align future fiscal 
deficit targets to ensure central government public debt 
declines as a percentage of GDP. Despite these fiscal 
consolidation efforts, the government has maintained 
its capital expenditure target at 3.4% of GDP, 
representing a 17% year-on-year increase from FY24. 
We like a few infrastructure corporates and non-
banking financial companies from the region. 
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 Equity Update 

Global equities ended overall lower last week (MSCI 
ACWI -0.9%), yet got a boost on Friday after good soft-
landing data bolstered speculation that the Fed may cut 
rates as soon as September.  A broad tech sell-off was 
triggered by a disappointing start to the megacap 
earnings season, with the S&P 500 index down 0.8% last 
week. However, US data provided some relief on Friday 
with a GDP beat. 

We are now close to the mid-point of the Q2 earnings 
season, and the S&P 500 has shown overall mixed results 
so far. The percentage of companies reporting positive 
earnings surprises is above average levels, while the 
magnitude of the earnings is lower.  Tesla and Alphabet 
reported last week, and both sold off after a 
disappointing release. Tesla reported a 25% slump in 
quarterly profits as price pressures intensify, while 
Alphabet witnessed a slowdown in advertising growth. 
Friday’s gains were fueled by economically sensitive 
stocks that welcomed the outlook for rate cuts. So far in 
July, sectors such as financials, industrials and consumer 
staples have largely beaten tech, and the equal-weighted 
S&P 500 Index has outperformed the cap-weighted index 
for a third straight week. 

This week’s earnings reports will be a crucial test for the 
market after a mixed start. 171 companies within the S&P 
500 are set to report with a focus on Apple, Microsoft, 
Amazon, and Meta Platforms. Apple was further 
pressured recently as preliminary data indicated that the 
iPhone lost more ground in China last quarter; Chinese 
smartphone makers such as Huawei and Xiaomi led 
growth in demand and volumes. Investors will look into 
Apple’s plans to integrate AI within its devices, a major 
catalyst. Meta Platforms and Amazon will be tested by 
investors to see whether AI is moving the needle for 
revenue. 

The Japanese yen appreciated tremendously to 153.8 per 
dollar as traders bet a policy turning point is near, with 
growing expectations that the interest rate gap between 
Japan and the US is finally set to shrink. The yen’s rally 
will create a degree of caution in the near term for 
export-oriented stocks and companies heavily 
dependent on borrowing. The TOPIX index lost 5.6% last 
week, with tech names such as Tokyo Electron leading 
losses. The banking sector gained in anticipation of a 
decision to hike. The MSCI China Index closed 2.3% lower 
after markets interpreted the central bank’s urgency to 
cut several benchmark lending rates as a sign that 
deflationary pressures and weak consumer demand are 
more severe than previously expected. 

Elsewhere, luxury European stocks reported mixed but 
mostly disappointing earnings amidst Chinese and US 
consumers reining in spending, the latter burning 
through excessive pandemic savings. With more than a 
quarter of the MSCI Europe firms having reported so far, 
less than half beat earnings estimates. Overall, 
healthcare companies were the best performers lead by 
Roche and Sanofi for the week, while autos were the 
biggest laggards after Renault and Stellantis plunged 
after reporting. 
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DISCLAIMER 

 
IMPORTANT INFORMATION 
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(“SCA”), having its head office at Baniyas Road, Deira, PO Box 777, Dubai, United Arab Emirates. This document may be distributed and/or made available 
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customer classification as an Ordinary Investor or Professional Investor under the SCA Regulations.  Any person (hereinafter referred to as “you”, “your”) 
who has received this document or have access to this document shall acknowledge and agree to the following terms. 

Reliance 
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reasonably believes to be reliable, fair and not misleading, but which have not been independently verified. The provision of certain data/information in this 
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or warranty and accepts no responsibility or liability for the sequence, accuracy, completeness or timeliness of the information or opinions contained in this 
publication. Nothing contained in this publication shall be construed as an assurance by Emirates NBD that you may rely upon or act on any information or 
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The contents of this document are prepared as of a particular date and time and will not reflect subsequent changes in the market or changes in any other 
factors, including those relevant to the determination of whether a particular investment activity is advisable. Emirates NBD does not undertake any 
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instrument or product. Certain investment products mentioned in this document may not be eligible for sale in some jurisdictions, and they may not be 
suitable for all types of investors. The information and opinions contained in this publication is provided for informational purposes only and have not been 
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check the accuracy, completeness, reliability and suitability of the information and should obtain independent and specific advice from appropriate 
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Confidentiality  

This publication may be provided to you upon request (and not for distribution to the general public), on a confidential basis for informational purposes only, 
and is not intended for trading purposes or to be passed on or disclosed to any other person and/or to any jurisdiction that would render the distribution 
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Solicitation  
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Third Party  

This publication is not intended for use by, or distribution to, any person or entity in any jurisdiction or country where such use or distribution would be 
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Liability  

Notwithstanding anything to the contrary set forth herein, Emirates NBD, its suppliers, agents, directors, officers, employees, representatives, successors, 
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Looking  

Past performance is not necessarily a guide to future performance and should not be seen as an indication of future performance of any investment activity. 

The information contained in this publication does not purport to contain all matters relevant to any particular investment or financial instrument and all 

statements as to future matters are not guaranteed to be accurate. Certain matters in this publication about the future performance of Emirates NBD or 

members of its group (the Group), including without limitation, future revenues, earnings, strategies, prospects and all other statements that are not purely 
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Risk  
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is at the sole risk of the investor and this publication, and anything contained herein, is provided "as is" and "as available." Emirates NBD makes no warranty 

of any kind, express or implied, as to this publication, including, but not limited to, merchantability, non-infringement, title, or fitness for a particular purpose 

or use. Investment in financial instruments involves risks and returns may vary. The value of investment products mentioned in this document may neither 

be capital protected nor guaranteed and the value of the investment product and the income derived therefrom can fall as well as rise and an investor may 

lose the principal amount invested. Investment products are subject to several risks factors, including without limitation, market risk, high volatility, credit 

and default risk, illiquidity, currency risk and interest rate risk. It should be noted that the value, price or income of securities denominated in a foreign 

currency may be adversely affected by changes in the currency rates. It may be difficult for the investor to sell or realise the security and to obtain reliable 

information about its value or the extent of the risks to which it is exposed. Furthermore, the investor will not have the right to cancel a subscription for 

securities once such subscription has been made. Prospective investors are hereby informed that the applicable regulations in certain jurisdictions may 

place certain restrictions on secondary market activities with respect to securities.  

Before making an investment, investors should consult their advisers on the legal, regulatory, tax, business, investment, financial and accounting 

implications of the investment. In receiving this publication, the investor acknowledges it is fully aware that there are risks associated with investment 

activities. Moreover, the responsibility to obtain and carefully read and understand the content of documents relating to any investment activity described 

in this publication and to seek separate, independent financial advice if required to assess whether a particular investment activity described herein is 

suitable, lies exclusively with the investor. 

Intellectual property  

This publication has been developed, compiled, prepared, revised, selected, and arranged by Emirates NBD and others (including certain other information 

sources) through the application of methods and standards of judgment developed and applied through the expenditure of substantial time, effort, and 

money and constitutes valuable intellectual property of Emirates NBD and such others. All present and future rights in and to trade secrets, patents, 

copyrights, trademarks, service marks, know-how, and other proprietary rights of any type under the laws of any governmental authority, domestic or 

foreign, shall, as between the investor and Emirates NBD, at all times be and remain the sole and exclusive property of Emirates NBD and/or other lawful 

parties.  

Except as specifically permitted in writing, you should not copy or make any use of the content of this publication or any portion thereof or publish, circulate, 

reproduce, distribute or offer this publication for sale in whole or in part to any other person over any medium including but not limited to over-the-air 

television or radio broadcast, a computer network or hyperlink framing on the internet or construct a database of any kind. Except as specifically permitted 

in writing, you shall not use the intellectual property rights connected with this publication, or the names of any individual participant in, or contributor to, 
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DISCLAIMER 

 
 

Important information about United Kingdom  
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Important information about Singapore  
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the Financial Advisers Act (FAA) and the Securities and Futures Act (SFA). Any services provided by Emirates NBD Bank (P.J.S.C) outside Singapore will not 
be regulated by the MAS or subject to the provisions of the FAA and/or SFA, and you will not receive all the protections afforded to retail customers under 
the FAA and/or SFA. Changes in foreign exchange rates may affect any of the returns or income set out within this publication. Please contact your 
Relationship Manager for further details or for clarification of the contents, where appropriate. For contact information, please visit www.emiratesnbd.com. 
 
Important information about Emirates NBD Capital KSA CJSC 
 
Emirates NBD Capital KSA CJSC (“ENBD Capital”), whose registered office is at P.O. Box 341777, Riyadh 11333, Kingdom of Saudi  Arabia, is a Saudi closed 
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to 16/08/1428H) to deliver a full range of quality investment products and related support services to individuals and institutions in the Kingdom of Saudi 
Arabia. ENBD Capital is subject to Capital Market Law, and Implementing Regulations in the Kingdom of Saudi Arabia 
ENBD Capital’s contact details are T +966 (11) 299 3900 and F +966 (11) 299 3955.  
This document may not be distributed in the Kingdom of Saudi Arabia except to such persons as are permitted under the Investment Funds Regulations 
issued by the Capital Market Authority. 
The Capital Market Authority does not make any representation as to the accuracy or completeness of this document, and expressly disclaims any liability 
whatsoever for any loss arising from, or incurred in reliance upon, any part of this document. Prospective subscribers of the securities offered hereby should 
conduct their own due diligence on the accuracy of the information relating to the securities offered. If you do not understand the contents of this document, 
you should consult an authorised financial adviser. 
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